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QUESTION 1  MULTIPLE CHOICE (10 MARKS) 
 
1.1) Which of the following is an important aspect of continuity of operations?  
 
 A. Authentication of users. 
 B. Programme change controls. 
 C. Conducting a risk assessment to determine the most important risks 
facing the business and its IT environment. 
         D. Waiting risks to be reported formally when they happen. 
 
1.2)  Which one of the following is not a control activity in the computerised 
environment?    
  
A. Comparison and reconciliation. 
 B. Source document design. 
 C. Performance reviews. 
 D. Access controls at application level. 
 
1.3) Why does the title of the audit report includes the word “independent”?  
 
 A. To signify that the audit is an assurance engagement. 
 B.  To limit the auditor’s liability should the audit report prove to be 
inappropriate. 
 C.  To enhance the credibility of the report by emphasising the 
independence of the auditor. 
 D.  To indicate that management is independent from the board. 
 
1.4) The extent of what is included in working papers is …. 
 
A.   thoroughly specified in every audit by audit firm 
B. a matter of professional judgement and ISAs specifications. 
C. is determined by each staff auditor. 
D. thoroughly specified in individual company’s mission statement. 
 
1.5) A current audit file would always contain which of the following?    
 
A. Loan agreements, pension plans, agreements with parent company and 
subsidiaries.  
B. Prior year analysis of fixed assets, long-term debt, and terms of stock 
and bond issues. 
C. Company documents such as corporate charter or articles of association 
and corporate bylaws. 
D. A record of the nature, timing and extent of audit procedures performed 
and the results of such procedures.  
 
1.6) In terms of the ethics of governance, which one of the following is not a moral 
duty which directors should exercise?         
  
 
A. Competitiveness. 
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B. Conscience. 
C. Competence.  
D. Courage. 
 
1.7) Creating an ethical corporate culture is about….       
 
A. developing a Code of Ethics. 
B. integrating ethical practices into the company’s strategies and 
operations. 
C. assessing and reporting on ethical performance. 
D. all of the above. 
 
1.8)  With regard to IT governance, which of the following is not specifically included 
as a component of a company’s information security by King III report?   
   
A. Confidentiality 
B. Simplicity 
C. Integrity  
D. Availability 
 
1.9)  Which of the following statements describe the main aim of the Public Finance 
Management Act (PFMA)?       
 
A. To regulate the movement of goods and services within the national and 
provincial government. 
B. To control the cash invested in other institutions for the benefit of the 
municipalities.  
C. To regulate financial management in the national government and 
provincial governments. 
D. To regulate business management in the national government and 
provincial governments. 
 
1.10)  Which of the following expenditures best described as “an overspending of a 
vote or main division within a vote; or the expenditure not in accordance with 
the purpose of the vote” in terms of the section 1 of the PFMA?” 
 
A. Unauthorised expenditure. 
B. Fruitless and wasteful expenditure. 
C. Irregular expenditure. 
D. Normal expenditure. 
 
REQUIRED: 
 
Choose the correct answer from four possible answers given.              (10) 
 
Answer the sub-sections of this question in numerical sequence, for example 
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1.1) A 
1.2) B 
 
  
QUESTION 2  SYSTEMS DEVELOPMENT (25 MARKS) 
 
Organisations can develop their own software or can purchase off-the-shelf 
packaged software. 
 
REQUIRED: 
 
2.1) Describe the advantages of in-house system development. (2) 
 
2.2) List the advantages and disadvantages of buying off-the-shelf software. (8) 
 
2.3) Describe the risks that can occur during systems development.  (5) 
 
2.4) Describe the controls that should be implemented during the project 
approval stage of system development. (5) 
 
2.5) Describe the controls that should be implemented as part of project 
management during the entire system development process (5) 
___________________________________________________________________ 
 
QUESTION 3         COMPUTER ASSISTED AUDIT TECHNIQUES    (10 MARKS) 
 
Computer assisted audit techniques (CAATs) are exactly what they sound like: 
making use of a computer to assist in carrying out the audit. Although there is some 
extremely powerful and complex software available to assist in performing audits, 
the concept is simple: wherever it is economical and efficient to do so, the power, 
speed and versatility of the computer should be harnessed to assist with the audit. 
 
REQUIRED: 
 
Discuss the following terms on System Oriented CAATs: 
 
3.1) Test Data  (3) 
 
3.2) Integrated Test Facility  (3) 
 
3.3) Parallel Simulation  (2) 
 
3.4) Embedded Audit Facility  (2) 
___________________________________________________________________ 
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QUESTION 4                 AUDIT REPORTING                   (17 MARKS) 
 
To be in the position to form an opinion, the auditor must conclude on whether he/she 
has obtained reasonable assurance as to whether the financial statements as a whole 
are free from material misstatements.  
 
REQUIRED: 
 
4.1) Describe the factors that the auditor would consider before  
drawing his conclusion on whether the financial statements are 
free from material misstatements. (9)  
 
4.2)  List the structure of an unmodified audit report in the correct order.       (8) 
_____________________________________________________________________ 
 
QUESTION 5                       CORPORATE GOVERANCNCE (20 MARKS) 
 
According to King III on Governance for South Africa, the board of directors should 
act as a focal point for and custodian of corporate governance, with their 
responsibility as set out in the charter to meet at least 4 times a year and monitor the 
relationship between the company and its stakeholders. 
 
REQUIRED: 
 
5.1) Describe the responsibilities of the board of directors as recommended by 
King III Report on Governance for South Africa.  (20) 
______________________________________________________________ 
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QUESTION 6                        WORKING PAPERS (12 MARKS) 
 
The following working paper is contained in the audit file relating to the 2016 audit of 
Matsatsantsa (Pty) Ltd. 
 
Section / Cycle Tested : Revenue and Receipts 
 
Client: Matsatsantsa (Pty) Ltd.  
 
 
                               W/P Ref: 4110 
 
Prepared by: C Jones  
Date Prepared: 25 April 2016  
Reviewed by L Mofokeng  
   
 
Audit Objective: To test revenue and receipts for material understatement. 
 
Audit Approach: - Calculate sample 
- Select delivery notes 
- Trace to ledger 
 
Testing:     
     
Sample size: 7    
     
Items tested:     
 
# 
Invoice 
Date 
Invoice 
Number 
Amount 
(excl. vat) 
Traced to 
ledger? 
1) 20/06/2015 INA# 2298 R121 889.01 Yes 
2) 13/07/2015 INA# 3985 R75 664.33 Yes 
3) 09/07/2015  R88 789.54 Yes 
4) 08/10/2015 INA # 4662 R139 001.99 Yes 
5)  INA#  5771 R140 989.00 Yes 
     
Conclusion:  
     
 
The audit team members are: 
 
1) Partner – Mr. Joe Smith 
2) Manager – Ms. Cathy Jones 
3) 3rd Year Clerk / Trainee – Paul Edwards 
4) 2nd  Year Clerk / Trainee – Lindi Mofokeng 
5) 1st Year Clerk / Trainee – Sipho Zungu 
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REQUIRED: 
 
Identify errors in the working paper presented above.                       (12) 
 
 
 
QUESTION 7           MUNICIPAL FINANCE MANAGEMENT ACT (6 MARKS) 
 
Section 94 of the Municipal Finance Management Act (MFMA) spells out clearly the 
fiduciary duties of an accounting officer of a municipality in South Africa. 
 
REQUIRED: 
 
Describe the fiduciary duties of an Accounting Officer in terms of Section 94 of 
the Municipal Finance Management Act.    (6) 
___________________________________________________________________ 
TOTAL   [100] 
 
